ABSTRACT The South African government's policy decision in 2001 to provide a basic amount of water free of charge to all citizens has been controversial. Traditional policy advice was that all water should be paid for, even if some costs were subsidized. A review of the implementation of the new policy suggests that the fl exible approach adopted ensured wide applicability, although it has been criticized for defects of both exclusion and inclusion. However, it has helped not only to achieve social equity but also has supported the broader objectives of conservation and environmental sustainability. The political legitimacy conferred by the approach has enabled water supply organizations to recover their costs and achieve the economic objective of fi nancial sustainability. South Africa's experience with free basic water thus demonstrates that addressing social and environmental dimensions together with economic dimensions can lead to more effective and sustainable policy.
I. INTRODUCTION
Following the establishment of a democratic government in 1994, the new South African government introduced sweeping changes in the water sector. A major programme to provide basic water and sanitation services to the large number of unserved communities was launched immediately. In 1996, a "right to suffi cient water" was included in the country's new Constitution,
(1) which also mandated extensive decentralization of powers and functions to local governments, with signifi cant implications for water provision.
Separate, although related, policies were established for water resources and water services.
(2) New legislation repealed previous laws and gave effect to the new policies.
(3) However, it gradually became obvious that there were problems of access, as many people were too poor to take advantage of the new services. Thus, a new policy determined that all South Africans should receive a basic water supply free of charge.
This policy was controversial. Introduced on the eve of local government elections, it was seen by some as a populist political ploy. It ran contrary to the conventional wisdom at the time, which was that water, as an economic good, should be paid for. It also represented a substantial deviation from the original policies of the ruling African National Congress (ANC) party, which refl ected this international consensus. Six years after its implementation, the impact of the free basic water policy can now be evaluated. The critical question is whether it has achieved its objectives. This paper argues that its objectives were not limited to social distribution and welfare goals but were part of a broader effort to achieve equitable access to, and effi cient use of, water in an environmentally sustainable manner. When measured against these broader criteria, the programme would appear to have been largely successful.
The success of the programme highlights the importance of the compromise on water issues at the Rio de Janeiro Earth Summit between the (largely northern) environmental movements and their governments, which focused on sustainability, and the (largely southern) voices, which called for priority to be given to social and economic development. The Dublin principles on water management (which gave priority to sustainability and economics) (4) were not adopted in Rio; the language that "…water has an economic value in all its competing uses and should be recognized as an economic good" was changed to refl ect water as "… a natural resource and a social and economic good …" (5) The outcomes of South Africa's free basic water policy suggest that this compromise has produced positive results.
II. THE CONTEXT OF SOUTH AFRICA'S FREE BASIC WATER POLICY
Aside from the overarching opportunities created by democratizing and de-racializing the country, which immediately gave greater priority to meeting the basic needs of the poor majority of the population, there were other drivers that led to the introduction of free basic water policy in 2001.
a. Social development challenges
In 1994, South Africa confronted the structural consequences of 50 years of active discrimination against and political control over the movement of the majority African population. This had left the country with many dysfunctional settlements with little economic base, and skewed communities of largely old people, children and women with few economically active people. The ending of "infl ux control" saw accelerated urbanization, which put substantial pressures on the city administrations that are responsible for housing and service provision. (6) Another inheritance was that a large proportion of the economically active population had low educational and skills levels and hence low employability. This aggravated already high unemployment levels (40 per cent according to broad defi nitions) and dependence on formal (social grant) or informal (social and family networks) sources of support. These factors, defi ning as they do the situation of a large proportion of household water users, inevitably affect the water services sector.
b. Scarcity and variability
The other critical contextual factor is South Africa's relative water scarcitywith 1,154 cubic metres/person in 2000, South Africa was, in terms of Affairs and Forestry, Pretoria; also DWAF (1997) Services (2006) , "A nation in the making: a discussion document on macro-social trends in South Africa", Presidency, Pretoria.
available water per capita, among the "driest" countries in the world, at 150th out of 180 countries, on par with Somalia, Lebanon, Burkina Faso and Morocco.
(7) The scarcity is aggravated by the fact that more than 60 per cent of the country's GDP comes from the inland areas, where a substantial proportion of the population live high up in the main river basins. Water is expensive as it has to be sourced from further afi eld and pumped up to the users, and the population's waste has an impact on downstream users.
The scarcity challenge is compounded by high levels of climatic variability. Extensive storage is required to provide assured supplies during dry cycles. This situation makes effi cient water use and demand management a high priority, and substantial investment in storage and transmission is required. Intensive water use also places great pressure on water ecosystems through the withdrawal of water as well as the discharge of wastes. (8) The water-intensive suburban lifestyle of South Africa's minority population at the upper end of the household income scale was thus also a challenge. Water demand was predicted to rise rapidly with urbanization and improved living standards for the poor unless there were specifi c interventions to contain demand. The fact that new supplies (where they are available) usually cost substantially more than existing systems added to the pressure to promote water demand management measures to contain the growth in water use in the expanding affl uent community. 
c. A new national custodian for water supply and sanitation services
Another important challenge in 1994 was the absence of a national institution for overseeing water supply and sanitation services. Responsibility for water services had been left largely at local level, with little national oversight. This was identifi ed as a policy problem, and the need for an "apex institution" to take responsibility for the country's water supply and sanitation was highlighted as a priority. (10) In order to achieve the goals set out for the new government in the Reconstruction and Development Programme (RDP), the Department of Water Affairs and Forestry (DWAF) was tasked with this responsibility. However, DWAF had little capacity or knowledge of domestic water supply matters despite a long history of water resource management. Before a new policy for water supply and sanitation could be formalized and implemented, DWAF's capacity had to be built.
d. Expansion of service infrastructure
Immediately post-1994, a priority of the new South African government was to address the situation of the large proportion of the population, estimated at 12 million out of a total of 36 million, who were without access to safe water. (11) In 10 years, the national investment programme provided infrastructure for basic water supply to more than 10 million people, supported by the larger metropolitan municipalities and housing programmes. By 2005, only an estimated 3.7 million out of 48.1 million people were without some access to safe water. (12) 7. UNESCO-WWAP (2003) e. Decentralization to local government South Africa's 1996 Constitution mandated a high degree of decentralization as part of the country's political settlement.
(13) While the majority ANC party supported the devolution of powers to local institutions, refl ecting its commitment to participative democracy, minority parties supported it in the hope that they would retain some autonomy in their communities. (14) So, while the water supply programme was driven and implemented by the national DWAF for the fi rst fi ve years, the second fi ve years were a period of decentralization, during which new local government institutions were established following the local government elections of 2000. Indeed, the DWAF programme had been characterized from the start in terms of "building local government" and "making the constitution work" rather than simply expanding water supplies.
As then-Minister of Water Affairs and Forestry, Kader Asmal explained in his 1996 budget speech:
"It is not up to central government to provide services, but to create a framework within which they can be provided. This requires clear regulations and legislation to protect both consumer and provider, which I intend to promote." (15) In 2001, a decentralized fi scal system was established that integrated the fi nancing of the national water supply and sanitation programme and required that attention be paid to supporting new municipalities so that they could exercise their responsibilities.
While the water services functions were being decentralized, the water resource management functions were kept at central level. This helped to maintain the integrity of rivers as management units by establishing an institutional counterbalance between local government as water users and central government and its regional agencies as custodians of the resource.
f. Establishing effective local government
Thus, an important aspect of the post-2001 water supply programme was to build the capacity of local government, not only to sustain the water services investment programme but also to ensure effective, ongoing operations and maintenance of the new water infrastructure. This required the establishment of fi nancial systems to support the physical and operational planning of the water services, one element of which was the development of tariff and subsidy policies that would support the longterm fi nancial sustainability of the local governments.
Initial policy in 1994 was that central government would fund the infrastructure for basic water service provision in poor communities while the communities themselves would fund their operational costs. However, it became clear that in the poorer parts of the country, municipalities would require support to maintain even a minimum level of services. The Constitution thus provided for an inter-governmental transfer, the "equitable share of revenue" from national to local level, "…to enable it to provide basic services".
(16) It was still intended that funding for water above "basic supply" levels would come from tariffs. 14. Muller, M (2007) 
g. Initial tariff and subsidy policies
The initial policy on water supply fi nancing was outlined in the ruling ANC's election manifesto, the Reconstruction and Development Programme (RDP). This committed the new government to a programme of investment in infrastructure to provide basic services, but also to conventional positions on payment for services.
Some authors, critical of what they describe as the neo-liberal policies of the South African government post-1994, (17) attribute South Africa's water tariff policy to World Bank intervention in 1995.
(18) However, the tariff policy was spelt out in some detail in the RDP and refl ected the then-dominant (if rather uncritical) civil society view strongly promoted by local NGOs such as the Rural Advice Centre and the Mvula Trust: (19) "2.6.10 Tariffs. To ensure that every person has an adequate water supply, the national tariff structure must include the following: 2.6.10.1 a lifeline tariff to ensure that all South Africans are able to afford water services suffi cient for health and hygiene requirements; 2.6.10.2 in urban areas, a progressive block tariff to ensure that the long-term costs of supplying large-volume users are met and that there is a cross-subsidy to promote affordability for the poor, and 2.6.10.3 in rural areas, a tariff that covers operating and maintenance costs of services, and recovery of capital costs from users on the basis of a cross-subsidy from urban areas in cases of limited rural affordability." (20) h. Standards for basic water supplies One important issue for the investment programme was the amount of water to be provided as a basic service for each household, which is linked to the question of what price should be charged for that supply. The initial programme took its defi nition from the RDP, which stated that: "2.6.6 The RDP's short-term aim is to provide every person with adequate facilities for health. The RDP will achieve this by establishing a national water and sanitation programme which aims to provide all households with a clean, safe water supply of 20-30 litres per capita per day (lcd) within 200 metres, an adequate/safe sanitation facility per site, and a refuse removal system to all urban households.
2.6.7 In the medium term, the RDP aims to provide an on-site supply of 50-60 lcd of clean water, improved on-site sanitation, and an appropriate household refuse collection system…" (21) Subsequently, the Water Services Act established the concept of a "basic water supply", prescribed in regulations that could be adjusted over time. The initial "basic water supply" was defi ned as access to 25 litres of safe water per person per day, within 200 metres of the household. (22) This defi nition was to become important in the context of the free water debate. 
i. Challenges of access
As infrastructure provision proceeded and operational experience was accumulated, concerns were raised about access. It was found that the cost of water was deterring poor people from using it, limiting the benefi ts of the programme.
This was fi rst demonstrated in rural programmes, when attempts were made to implement the "payment for operations" policy. One of the bestdocumented projects was the Shemula water project in an impoverished region of KwaZulu-Natal province. In this instance, a water project run by the local public utility established "water kiosks" where people could buy water at prices that, while highly subsidized, were, at R5/kilolitre, (US$0.75), high in relation to local incomes.
"Where people are paying on a volumetric basis, consumption from public standpipes would appear to be signifi cantly less. Systems with pre-payment systems such as the Shemula water project in KwaZuluNatal record an average use of about six litres per person per day. In that system, it is reported that only 323 of the 7,500 households in the area use the system. The majority of families continue to use traditional water sources." (23) Similar situations arose in peri-urban areas, where alternative supplies were less easily available and many households experienced diffi culty in making payments. Suppliers who sought to manage payments in poor areas found themselves forced to disconnect users or develop expensive administrative systems to pursue their debts.
The challenge was captured by South Africa's second Minister of Water Affairs, Ronnie Kasrils, in a personal anecdote: "Last year, I visited a newly installed water supply scheme in a typical South African rural village called Lutsheko. The project was well run by a village water committee and had improved the lives of 3,000 people. But when I went down to see the borehole, on the banks of a dried out riverbed, I found a young woman, with a three-week old baby on her back, scooping water out of a hole she had dug in the riverbed. She told me she could not afford to use the taps." (24) Experiences like this, repeated across the country, established the context for a review of water-pricing policy. But it was in the urban rather than in the rural areas that the challenges were most acute because better urban infrastructure made higher levels of household consumption possible.
III. CONCEPTUALIZATION AND DESIGN OF THE FREE BASIC WATER POLICY
By 2000, fi ve years experience of operation had shown that the initial policy assumptions were fl awed, and that elements of the policy needed to be reviewed if the objective of meeting the water needs of all South Africans was to be achieved. There was also a need to consider the implications of the newly established local government structures.
The core of the review was to address the overall fi nancial sustainability of municipal water services. However, this had to ensure that the key objective of ensuring access to safe water for all South Africans was achieved. It was in this context that the approach to prices and tariffs was reconsidered.
a. Innovation and response
The review was informed by experiences at the local level. There was particular interest in the metropolitan areas, which covered South Africa's six major conurbations, where institutional reform had proceeded faster than in the rest of local government. Durban (now called Ethekwini), the only metro with a sizeable population from the former black "homelands", was seeking a tariff policy that would address the challenges of service delivery in poor peri-urban communities, and had come up with some innovative approaches.
Of its population of more than 2.5 million, half a million people were without household connections and used public standpipes; in addition, an estimated 20,000 households had been connected illegally to the piped water network. After initially trying to enforce payment in all communities, the metro weighed the costs and benefi ts (social and political as well as fi nancial) and decided that it was not appropriate to pursue payment at all costs. A two-fold approach was adopted:
• limiting demand by using small bore pipes together with yard tanks for storage (which, incidentally, helped to reduce the costs of the reticulation system); and • providing some free water to all users of the restricted access system. This was funded by cross-subsidies from the higher-volume consumers in the formal urban area, and showed that it was fi nancially feasible to provide a basic supply of water, free of charge, in a city like Durban. 
b. Political intervention
The policy review process was accelerated when the fi rst elections for new local government structures were scheduled for December 2000. Water supply remained a political priority, and technical discussions about the feasibility of a free basic water policy at national level were overtaken by the political timetable.
The possibility of providing some free water had fi rst been raised offi cially in June 2000. (26) In September 2000, free basic water was formally included as part of the election programme by President Thabo Mbeki, at the launch of the ANC's manifesto for local government elections. (27) It was proposed that a basic minimum quantity of water (6,000 litres per household per month) be provided free of charge to poor South Africans. This could be implemented and funded in a variety of ways:
• by providing free water to all using cross-subsidies, as in Durban;
• by supplying free water only to "indigent" households, as identifi ed by the local municipality; or • by providing free water only at certain "service levels", recognizing that households that obtained their water through public standpipes invariably used less than the basic amount.
These options were later detailed and expanded in formal guidelines. Implementation was given impetus when a cholera epidemic that had broken out in rural KwaZulu-Natal in August began to reach serious proportions in December.
(29) The free basic water policy was fi nally given legal status through the promulgation of tariff regulations in June 2001. (30) c. The rationale underlying the free basic water policy
The underlying rationale for the free basic water policy was elucidated recently in relation to a legal challenge calling for the "free" water amount to be raised to 50 lcd, and for "pre-payment" meters to be outlawed. In court papers, addressing a challenge to the policy, a DWAF offi cial highlighted the complexities of addressing the pricing of water in a social and environmental as well as in an economic context. "110. The approach to the pricing of water supply services and indeed the very question of whether the supply of water should be subject to payment is a technically complex and politically vexed question. This is because water use has a number of distinct properties, those of a resource essential for life, those of a productive or of a luxury consumption nature and those of a limited environmental resource. In addition, regardless of the status of water, the activity of supplying it to people for consumption is a complex undertaking, which incurs substantial costs for which a funding mechanism is required if supplies are to be sustained." "111. A particular challenge is to distinguish between the different types of use within the consumption patterns of a single household. Thus, while all households require a certain amount of water for basic survival, some may choose to use more because they have more bathrooms and water-using appliances. Others may use water for gardening for recreational or productive purposes. An ideal system would have one approach to paying for the essential water use and another for luxury or productive use, which is what the block tariff system seeks to do." "112. However, the government is acutely aware of the signifi cant number of poverty-stricken people who are unable to afford even the minimal cost attached to essential water use. Hence, the introduction of the Free Basic Water (FBW) policy as part of the government's strategy to alleviate poverty." (31) 
d. Administrative confi rmation
This approach to free basic water was refl ected in the tariff regulations which, since domestic water supply is constitutionally a local government function, could only establish norms and standards for tariff structures rather than prescribe actual tariff levels. The regulations address a range of objectives as well as free basic water, although that intention is emphasized: "S.3.(1) A water services institution must consider the right of access to basic water supply and the right of access to basic sanitation when determining which water services tariffs are to be subsidized." (32) 29. KwaZulu-Natal Department of Health (2002) "S.6.(1) A tariff set by a water services institution for the supply of water through a water services work or consumer installation designed to provide an uncontrolled volume of water to a household must include a volume-based charge that: a. supports the viability and sustainability of water supply services to the poor; b. discourages wasteful or ineffi cient water use; and c. takes into account the incremental cost that would be incurred to increase the capacity of the water supply infrastructure to meet an incremental growth in demand.
(2) The requirements of sub-regulation (1) are deemed to have been met where the tariff is set as a volume-based charge that provides for a rising block tariff structure which includes:
a. three or more tariff blocks with the tariff increasing for higher consumption blocks; b. a consumption level for each block defi ned as a volume consumed by a household during any 30-day period; c. a fi rst tariff block or lowest tariff block with a maximum consumption volume of six kilolitres and which is set at the lowest amount, including a zero amount, required to ensure the viability and sustainability of water supply services; and d. a tariff for the last block or highest consumption block set at an amount that would discourage high water use and that refl ects the incremental cost that would be incurred to increase the capacity of the water supply infrastructure to meet an incremental growth in demand."
The regulations did not prescribe a free amount, recognizing that no service can be provided without funding and that if no source of funding could be identifi ed for a zero tariff it would be inappropriate to impose one -and would indeed intrude on local government's constitutional powers. But they emphasized the economic and sustainability objectives of refl ecting the cost of making additional water available and discouraging its wasteful and ineffi cient use.
e. Development of a systematic welfare approach
This process coincided with the development of an approach to social welfare that emphasized the value of the "social wage", the package of goods and services made available by government in addition to formal welfare grants. (34) Under this approach, when evaluating support to the poor and indigent, the value of the full menu of government services should be considered to allow the analysis of redistribution trends in a normalizing society.
Although it was only formally mentioned by the president in his 2003 State of the Nation Address to Parliament, (35) the "social wage" had been discussed politically within the ANC since at least 1998, and free basic services, including water, were very much part of the concept. As DWAF court papers explain: "It should be stressed that the FBW policy is but one element of a broader approach to the development of a comprehensive social security framework for South Africa. In terms of this, there are a number of pillars in the system established to ensure that all South Africans enjoy protection against social contingencies. The fi rst pillar, of basic universal protection for all citizens, comprises conventional social grants as well as the 'social wage', the package of essential social services provided by government. FBW should be seen as an element of this social wage." (36) f. Civil society contestation
There is a small but prolifi c civil society community in South Africa, including organizations such as the Anti-Privatization Forum, the Soweto Electricity Crisis Committee and the Freedom of Expression Institute, which has consistently criticized government's water policy as "neoliberal", and its approach to tariffs as "commodifi cation" and "preparation for privatization".
They have recently supported court action challenging the policy of the city of Johannesburg in setting the level of free basic water at six kilolitres per household per month. This action also challenges the Regulations Relating to Compulsory National Standards and Measures to Conserve Water, which defi ne a basic water supply. (37) Although the idea of a free water supply was supported, the details of its implementation soon came under attack:
"After the ruling African National Congress promised free basic water supplies in December 2000 during a municipal election campaign, the same bureaucrats responsible for water disconnections began redesigning the water tariffs. In July 2001, revised price schedules provided a very small free lifeline: 6,000 litres per household per month, followed by a very steep, convex curve. But the next consumption block was unaffordable, leading to even higher rates of water disconnections in poor areas. The 6,000 litres represent just two toilet fl ushes a day per person for a household of eight, for those lucky enough to have fl ush toilets. It left no additional water to drink, wash with, clean clothes or for any other household purposes. In contrast, from the progressive point of view, an optimal strategy would provide a larger free lifeline tariff, ideally on a per person, not per household basis, and then rise in a concave manner to penalize luxury consumption." (38) The alternative approach proposed by the critics would provide more water than is required for basic health needs and would benefi t predominantly urban consumers rather than the poorer rural communities, which have limited infrastructure capacity. Perhaps 80 per cent of domestic consumers (i.e. a far greater proportion of the non-poor) would receive free supplies. An allocation based on the number of people in a household would be administratively complex and open to abuse. The proposals would also undermine the fi nancial base of the system by reducing crosssubsidization and requiring greater central subsidies for free supplies, to the rich as well as the poor. 
g. Sustainability, quality and reliability
As highlighted in the court papers cited (39) and in the tariff regulations themselves, the challenges of environmental sustainability were an important consideration in defi ning the approach to water pricing.
A variety of instruments can be used to promote water conservation and manage water demand. Many are technical, such as requiring the installation of low-volume fl ush toilets. Others are operational, including the effective management and reduction of leaks and breaks in the distribution system. But the menu of options will usually include setting appropriate prices, as this reduces consumption while also communicating the cost of services directly to their users.
Given South Africa's limited water resources, the promotion of conservation and demand management have long been on the agenda. The water services development planning process, mandated by the Water Services Act, requires municipalities to consider how they will restrain water use. In this context, tariff regulations, including the free basic water provision, are one instrument that can be used to achieve more sustainable water use.
However, the focus on access and environmental sustainability was not matched with action to ensure that services achieved bio/chemical quality standards and appropriate levels of reliability. In South Africa, it has been taken for granted that tap water is safe to drink and that it is available, in urban areas at least, 24 hours a day and seven days a week. Experience from other middle-income developing countries has indicated that this cannot be taken for granted and, more recently, service standards, particularly for water quality and reliability, have begun to be taken more seriously. (40) The achievement of service delivery standards depends on adequate funding, either from tariffs or from subsidies. Other countries, where tariffs have fallen below the level needed, offer cautionary tales. In India, according to an offi cial review: "On the urban water supply front, transmission and distribution networks are largely of very poor quality, in addition to being outdated and badly maintained, resulting in higher operating costs. Physical losses are typically high, ranging from 25 to over 50 per cent. Low pressures and intermittent supplies lead to back siphoning, resulting in contamination in the distribution network. Water is generally available for only two to eight hours a day in most Indian cities…. unsatisfactory service standards has led to low tariff structures, which in turn has resulted in poor resource positions of Urban Local Bodies (ULBs), poor maintenance and service -a vicious circle. The problem is compounded by the rapid growth of urban centres and corresponding growth in the demand for services." (41) In Malaysia, the Economic Planning Unit Director-General reported:
"State water supply authorities have problems covering the cost of services and many have deferred maintenance due to capital shortages. This has led to deterioration in the quality of services, such as poor water quality and low pressure. In fact, there are water supply authorities that have not reviewed the water tariff in the last 20 years. Non-revenue water (NRW) in the water supply sector is high, with a national average of 40.6 per cent and a range of 18.0 to 73.9 per cent (2002)." (42) These are outcomes that South Africa clearly wishes to avoid.
IV. IMPLEMENTATION OF FREE BASIC WATER
The implementation of free basic water was both helped and hindered by the process of establishing new municipalities where the local government elections were an important milestone. While the process had created a degree of urgency and energy in local administrations, many were restructuring to merge different organizations and put new management in place. Local governments' annual budget cycles begin in July, so there was little time to plan new tariff systems. In the event, free basic water was fi rst implemented in those municipalities, notably the metros, that had suffered less dislocation. For others, it was acknowledged that July 2002 was a more realistic time to initiate the process.
A task team developed and supported an implementation strategy. Workshops were held to inform and gather inputs from all stakeholders, and draft guidelines were produced for local authorities. The guidelines were tested in nine "pilot municipalities" and fi nalized with other support materials by 1 July 2001, the start of the fi nancial year and the D-Day for implementation. For the next two years, dedicated regional support structures provided specifi c problem solving, technical support and advice to municipalities, as well as monitoring and reporting on progress
a. The guidelines
The guidelines (43) offered municipalities a range of options for implementing free basic water, depending on their specifi c conditions.
The introduction of "stepped tariffs" was promoted in metropolitan areas where it was possible for high-volume users to cross-subsidize lowvolume users, and also encourage conservation. Service levels such as communal taps would serve as "rationing" mechanisms in rural areas where the vast majority of people are poor. Finally, "indigency policy" mechanisms to identify free basic water benefi ciaries were suggested for poorer towns where cross subsidization was not feasible but where households already had individual connections. The advantage of the fi rst two approaches is that they are, administratively, relatively simple to implement; the last approach addresses the fi nancial challenge by allowing closer targeting, to make the most of available subsidies.
b. Complementary support programmes
The free basic water programme was implemented and supported within the framework of the Department of Provincial and Local Government's (DPLG) broad programme to support local government transformation. The national Cabinet had agreed that local government should be encouraged to use an appropriate combination of the "equitable share" and cross-subsidies within tariffs to fund the provision of free basic water. The subsidy requirements for free basic water for the poor were therefore considered during the determination of the "equitable share" formula, a complex (44) and contested (45) process. In parallel, the drafting of tariff regulations proceeded in consultation with the ministers of the National Treasury and the DPLG.
The National Treasury, the DPLG and DWAF were required to report to the Cabinet on the implementation of the "equitable share" and related fi nancial arrangements.
Challenges of implementation were rarely related solely to free basic water and, in 2004, the Consolidate! project, described as a "hands-on local government engagement programme", was launched to tackle local government failures, including problems in the provision of free basic services. According to the base document: "10.3.1 Some of the key challenges that must be addressed include the following matters: a. poor delivery mechanisms for FBS (free basic services); b. FBS policy not being implemented at the desired level and not reaching intended benefi ciaries; c. cut-offs, even for pensioners; d. poor billing systems; and e. limited funds available to municipalities to fund services for the poor." (46) c. Initial outcomes of the implementation of the free basic water policy
Despite these problems, in March 2007 DWAF reported that more than 75 per cent of South Africa's population were served by free basic water through one or more of these mechanisms. (47) This included nearly 69 per cent of those classifi ed as "poor". Of the near 7 million poor people who did not enjoy access to free basic water, 2.2 million lived in areas without infrastructure, while the balance of 4.7 million had basic level services, or better, but lived in municipalities where free basic water was not yet provided. Of the 169 municipalities with water provision responsibilities, only fi ve did not provide any free water, but 154 did not provide it formally to all households in the area.
V. HAS THE FREE BASIC WATER POLICY BEEN SUCCESSFUL? AN ANALYSIS
Any analysis of the outcomes of the free basic water policy must be undertaken in the context of the overall tariff policy and indeed the overall water policy, recognizing that it was also part of a process to establish democratic local government. While the specifi c objectives were to improve the access of the poor to safe water, this was done within the framework of an approach with broader social, environmental and economic objectives.
The policy and its implementation have been criticized by civil society commentators for failing to reach all the poor, including too many nonpoor users, for providing insuffi cient water and for charging too much for water supplied beyond the free amount. National politicians were concerned about the apparent inequity of the "non-poor" receiving a "free" allowance, despite the fact that tariffs for higher usage had been increased to compensate. Meanwhile, local government was concerned about the adequacy of the "equitable share" funding as well as the formula and population estimates on which it was based. Finally, there was a technical concern, shared by most of the critics and indeed by government that water requirements for sanitationindeed the provision of a basic sanitation service -had not been dealt with adequately.
a. Inclusion and exclusion; equity and sustainability
The main concern from a traditional welfare perspective was the policy's effi ciency and effectiveness. If the free basic water allowance is simply a subsidy, is it appropriately targeted? Analysts such as Mosdell and Leatt believed that:
"There are substantial errors of inclusion in the free basic water programme. Of the 32 million people who received free basic water in May 2005, only 17 million were considered poor by the defi nition of the Department of Provincial and Local Government.… On the other hand, signifi cant numbers of poor people are excluded from receipt of free basic water." (48) The number of people receiving free basic water was of course not the same as those benefi ting from a government subsidy through the "equitable share", which is calculated using estimates of the number of poor people in each jurisdiction. Where free basic water was supplied through a targeted indigent policy, as in some smaller towns, or through public standpipes in rural areas, where users are overwhelmingly poor and their consumption is self-limited by the distance over which water is carried, unwarranted inclusion is not an issue, although exclusion by administrative decision may be a problem.
However, where free basic water is implemented through the stepped tariff system -in urban areas benefi ting a large number of nonpoor households -the question of targeting needs to be seen somewhat differently. While Mosdell and Leatt (49) concluded correctly that: "… on average, the free basic water service is more likely to reach the non-poor than the poor…", they themselves state that this is "…the result of the poor being less likely to receive water services at all." They conclude erroneously that: "…the targeting mechanism of this poverty alleviation programme is causing substantial errors of both inclusion and exclusion, and is therefore in need of review." They confl ate the subsidy provided from the budget of national government with that provided through user cross-subsidies. This error is the result of a failure to consider the broader objectives of the tariff policy, which include the promotion of conservation and sustainable resource use. The free basic water policy is simply one part of the tariff policy.
In terms of the system design, poor people receive free basic water funded from the "equitable share". The many non-poor households that enjoy free basic water as part of a stepped tariff system are funded by cross-subsidies from households that use higher volumes of water. Since the explicit intention of the tariff policy (as opposed to free basic water policy) is to improve water use effi ciency and reduce wastage, the policy approach would appear to be appropriate since it rewards careful non-poor water users at the expense of profl igate non-poor users.
b. How much is enough free basic water?
Another criticism is that the policy fails to address the needs of large households (the plaintiff in the Mazibuko court case referred to above (50) lives with 19 other people). There is also concern that the amount of water provided free is inadequate where there are special needs, for instance, where a household member is in the terminal stages of HIV/AIDS.
With respect to large households, government's response has been to highlight the broad applicability of the policy: "114. Following the proposal to introduce a 'free basic water policy', consideration was given by DWAF to the volume of water to be provided free of charge … This discussion was guided by the policy process that had led to the adoption in the RDP and the 1994 White Paper of 20-30 lcd as the standard for a basic water supply. The precedent set by Durban Metropolitan Municipality of providing 6,000 litres per household per month (l/hh/pm) free of charge was also infl uential." might be required in specifi c circumstances, for example households with disabled people or sites where a number of households share a single connection. In these cases, it was important to have another instrument to ensure that household water needs could be adequately addressed, although this was more likely to occur in the context of a generic social welfare policy. The introduction by DPLG of a municipal indigent policy (which was also considered to be a possible mechanism to fund the provision of basic water supplies to poor families) met this requirement." (51) The defi nition of a basic water supply as 25 lcd was supported by recent recommendations of the World Health Organization (WHO), which had for decades sought to avoid pronouncing on the matter. WHO's position refl ected that taken 10 years previously by the drafters of South Africa's RDP. It identifi ed a basic level of access (unlikely to exceed 20 lcd) and an intermediate level of access (50 lcd). While noting that there was still a health concern about the basic level of access, it explicitly recommended that:
"…the fi rst priority for interventions to improve access to water supplies is to ensure that at least basic access is achieved…. Where the basic access service level has not been achieved, hygiene cannot be assured and consumption requirements may be at risk. Therefore providing a basic level of access is the highest priority." (52) c. Coverage and local government administrative capacity
The gaps in coverage reported by government highlight some of the problems. While it is understandable that the 2 million people with no access to any infrastructure for safe water supply could not benefi t from free basic water, it is less obvious why more than 4.5 million poor people who have infrastructure are excluded. There appear to be a number of different situations:
• municipalities that could not afford to implement the policy (in some arid and sparsely populated areas, the cost of providing safe water is substantially more than the formula-determined grant); • municipalities that have not formally implemented the tariffs but are not charging people for services (this probably covers many of the 2 million people recorded as receiving an RDP level of service but not benefi ting from free basic water); • municipalities that lack the administrative and technical capability to implement the policy (130 of South Africa's 284 municipalities need support simply to meet their minimum obligations, (53) and free basic water is victim to broader administrative failure); and • municipalities where available funds are diverted for other purposes (although the "equitable share" is calculated to allow adequate funding for the provision of the prescribed free basic services, it is an unconditional grant and municipal offi cials with other priorities can thus divert the money).
In addition to these issues, the status of households that share connections (and thus receive a reduced free basic water allowance) has also not been addressed. The size of this group is not known. 
d. Sanitation -the permanent step-child
Despite widespread recognition that adequate sanitation is a vital component of any programme to improve environmental health in poor communities, it invariably takes second place to water supply. Typically, the link between sanitation and water supply was not effectively made in the design of the free basic water policy, and this is also contentious. DWAF acknowledges this, although they suggest that the situation is not as acute as the critics claim:
"126. The supply of water becomes linked to the provision of sanitation where water-borne sanitation is used. The approach of DWAF to the provision of basic sanitation paralleled closely that of water supply. It was agreed that as a fi rst step in providing universal access to adequate sanitation, provision of a properly designed, constructed and utilized improved pit toilet (a so-called VIP) would generally be acceptable. The provision of water-borne sanitation was not considered appropriate in view of the extremely high cost, aggravated by the additional requirement for a water supply service higher than the basic supply to be provided." "127. It was however recognized that specifi c challenges would have to be addressed in communities where water-borne sanitation had previously been provided. In this context it is relevant that the amount of water required to fl ush a typical water-borne toilet is around 10 litres per single fl ush. It was noted that a proportion of the basic water supply that is used for cooking washing and laundry can be recovered and used to fl ush toilets. This implied that a household would be able to fl ush a toilet as many times per day as there were household members, adequate to maintain its functionality and that the basic water supply would be adequate to maintain functioning water-borne sanitation. It was also noted that the provision of additional water to households who already had domestic connections and water-borne sanitation would aggravate inequities with those who had neither safe water nor adequate sanitation." (54) e. Tariff policy and broader sustainability
The free basic water issue cannot be addressed in isolation from the systemic implementation of the national tariff policy for water services. Free basic water was conceived as part of a tariff system that also addressed the challenges of constraining the consumption of higher-volume users. The prescribed tariff structure explicitly provided for a: "… highest consumption block set at an amount that would discourage high water use and that refl ects the incremental cost that would be incurred to increase the capacity of the water supply infrastructure to meet an incremental growth in demand." (55) By 2007, all metropolitan municipalities and most of the larger urban municipalities had introduced stepped tariffs, which provided for free basic water and set relatively high tariffs for the top tier of domestic use.
One indication that this has constrained consumption is that the volume of potable water supplied by bulk water utilities has grown by 54. See reference 31.
See reference 22.
20 per cent since the introduction of free basic water, while the number of people served has increased by nearly 50 per cent. Since, unlike electricity, most potable water is used for domestic purposes, per capita use of water has fallen steadily over the period.
Some of this decrease can be attributed to the fact that the growth in service has been at lower service levels in poor communities, while in better-off communities, deliberate densifi cation of settlements is associated with a reduction in per capita water consumption. However, the trend is in the right direction and tariff increases have played a part.
f. International implications: rights to water, to human development
South Africa's free basic water has had international impact, challenging previously accepted wisdom that all water use should be paid for. The South African case demonstrates that practical politics will often challenge theory. A key point is that although South Africa enjoyed substantial external assistance, it is not donor-dependent and subject to aid conditionality.
Donors did raise concerns about the new policy, suggesting it might not conform to general principles for the equitable, effi cient and sustainable management of water resources to which they were committed. South Africa responded that: "…. this point was clarifi ed during the recent Bonn Conference on Freshwater, and the fi nal recommendations made at that conference with which the EU delegation concurred refl ect the importance of ensuring that 'affordability' does not become a barrier to access to basic services. In addition, the free basic water provides a mechanism for meeting the constitutional test for 'water as a human right', a position which again is strongly advocated by EU members. This mechanism is an important contribution to turning that social right into practical reality." (56) There were obvious reasons for these concerns. If the conventional wisdom that the poor could pay for their water was wrong, it raised awkward questions about how countries with inadequate public resources (or affl uent communities from whom to take cross-subsidies) could achieve the goal of safe water for the poor. The implication was that substantial additional resources from national budgets or external sources would be required to meet this Millennium Development Goal.
The South African government has stated that its approach is designed for its particular circumstances and is not a model for broad application. For low-income countries, it has suggested that the challenge is one of international public fi nance, requiring external rather than domestic fi nancial support to ensure viable supplies in poor countries.
(57) However, in the ongoing debate about fi nancial resources for development, South Africa's free basic water policy raises uncomfortable questions about whether the poor can really afford to meet their water needs.
This links to the broader ethical challenge of the "right to water". There is an active campaign to declare access to safe water a basic human right in support of the goal of universal access, and water's affordability is an important element of this. The South African experience is often 56. DWAF (2002b) cited in this regard although it has been emphasized that the water supply programme was driven essentially by political priorities, and that the right to water was only introduced when the programme was well underway. For their part, South Africa's civil society critics have been dismissive of the importance of the formal "right to water".
Thus, according to Patrick Bond of the University of KwaZulu-Natal Centre for Civil Society:
"Utterly useless as water-rights talk appears … South Africa's constitutional framing allows us to address two central issues: whether 'commodifi cation' of water is trumping both the heralded jurisprudence of socioeconomic rights, and whether the main implementing mechanism, the 'free basic water' … has been sabotaged by neoliberally oriented municipal offi cials." (58) Proponents of the "right to water" are not clear about how it will improve access in poor countries. Since domestic fi nancial constraints will remain a barrier to expanded access in most low-income developing countries, the challenge will arguably be for the rich nations of the world either to provide the resources or to create the economic climate within which countries could fund such programmes themselves.
This dimension of the programme has been raised by the South African minister Ronnie Kasrils, who used his Eastern Cape experience to challenge an international audience on ethical grounds: "In looking across the gulf that divides the rich and poor in this world, we must look beyond the cost, price and value of water to the values that govern our society.… We do not help the poor because we are charitable. We help them because they are part of us and we are nothing without each other.…. These are the values that guide our policies and I appeal for a recognition that the policies which may seem so eminently sensible to us in the pleasant surroundings of Stockholm and The Hague look very different to rural women in the cold morning light of the village water queue, to those who forgo the water queue to burrow in the ground for water." (59) The social movement activists predictably see it somewhat differently: "…. it simply goes to show that the 'devil is in the details', and that the struggle over the shape and slope of the tariff curve is indeed a proxy for class struggle." (60) VI. CONCLUSIONS South Africa's free basic water policy has been criticized as an ineffi cient instrument in that it does not achieve social goals of redistribution in South Africa effi ciently, due to errors of inclusion and exclusion. It has been further suggested that the way in which tariffs are now calculated reinforces inequality.
However, the policy should be seen in the larger context of the need to promote water conservation as well as ensure the fi nancial sustainability of water supply institutions, which also serve the poor. Similarly, water pricing is part of a larger water policy that includes investment to extend services to poor communities that currently do not have access.
58. Bond, P (2006) The free basic water policy, as part of the broader water programme, also had to respond to the establishment of local government and the decentralization of water supply responsibilities. It was explicitly considered as an element of the social wage, a key pillar of a social security framework that is essential in a country where so many people are marginalized from the economic mainstream.
Given the political dynamics, it would have been diffi cult to achieve many of the broader goals of water reform without specifi c attention to the poor majority who are the foundation of the government's political support. Objectives such as effi cient and appropriately priced services to commercial users as well as the promotion of water conservation and ecosystem protection have thus benefi ted from the application of the free basic water policy.
In this lies one key conclusion of this paper: a water policy that addresses social equity is also likely to support the achievement of economic and environmental goals.
A second conclusion from the history of the programme is that its main drivers were political rather than technical; it was the product of political forces mobilized by the advent and evolution of a democratic government in 1994 rather than a technical response to the introduction of a constitutional "right to water" in 1996.
This should reduce neither its impact on the international policy debate nor the ethical force of the arguments for ensuring that the needs of the poor of the world are met, in a manner that is both affordable to them and sustainable.
